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CANADIAN TRADE RELATIONS 


The Honourable A. N. McLean, Chairman 


The Honourable Senators 


Baird Duffus MacKinnon 

Bishop Euler McDonald 

Blais Fraser McKeen 

Buchanan Gouin McLean 

Burchill *Haig Nicol 

Campbell Hawkins Paterson 

Crerar Howard Petten 

Daigle Kinley Pirie 

Davies Lambert Turgeon 
Dessureault *Macdonald Vaillancourt— (28) 


* ex officio member. 
35 Members. 
(Quorum 7) 


ORDER OF REFERENCE 


Extract from the Minutes of Proceedings of the Senate, Tuesday, February 
23, 1954:— s 


“That the Standing Committee on Canadian Trade Relations be empowered 
to enquire into and report on— 


1. What, in their opinion, might be the most practical steps to further 
implement Article 2 of the North Atlantic Treaty whereby the signatories to 
that document agreed that—‘“They will seek to eliminate conflict in their 
international economic policies and will encourage economic collaboration 
between any or all of them’’. 


2. That notwithstanding the generality of the foregoing, the Committee 
be instructed and empowered to consider and report upon how, in their 
‘opinion, 

(a) any project for developing economic collaboration, specifically 
between the countries who are signatories to the North Atlantic 
Treaty, can be co-ordinated with the trade policies of other countries 

} of the free world; : 

(b) any project for developing economic collaboration between the 
countries which are signatories of the North Atlantic Treaty, might 
have the same degree of permanence that is contemplated in the 
twenty year Military obligation under Article 5 of the Treaty 
whereby ‘The Parties agree that an armed attack against one or 
more of them:in Europe or North America shall be considered an 
attack against them all’, 


3. That the Committee be empowered to extend an invitation to those 
wishing to be heard, including representatives of agriculture, industry, labour, 
trade, finance and consumers, to present their views, and that the Committee 
also be empowered to hear representations from business interests or 
individuals from any of the NATO countries who might wish to be heard. 


4. That the Committee be empowered to send for persons, papers, and 
records, and to secure such services as may be necessary for the purpose of the 
enquiry.” 

L. C. MOYER, 

Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 


WEDNESDAY, May 12, 1954. 


é Pursuant to adjournment and notice the Standing Committee on Canadian 
Trade Relations met this day at 11.00 a.m. 


Present: The Honourable Senators McLean, Chairman, Burchill, Campbell, 
Daigle, Davies, Euler, Gouin, Kinley, MacKinnon, McDonald, Nicol, Pirie and 
Turgeon.—13. 


In attendance: the official reporters of the Senate. \ 
Consideration of the Order of Reference of February 23, 1954, was resumed. 


The following representatives of the Canadian Exporters’ Association were 
heard: — 

Mr. S. A. MacKay-Smith, President. 

Mr. G. H. MacDougall, Vice-President. 

Mr. R. B. Spiro, Director. 

Mr. O. B. Brown, Director. 

Mr. J. H. Ferrie, Director. 

Further consideration of the Order of Reference was postponed. 

At 12.30 p.m. the Committee adjourned to the call of the Chairman. 


Attest. 


John A. Hinds, 
Assistant Chief Clerk of Committees. 
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MINUTES OF EVIDENCE 


THE SENATE 
OTTAWA, Wednesday, May 12, 1954. 


The Standing Committee on Canadian Trade Relations, which was 
empowered to inquire into and report upon the development of trade between 
countries signatory to the North Atlantic Treaty, and with other countries of 


_ the free world, met this day at 11 a.m. 


Hon. Mr. McLEAN in the Chair. 


The CHAIRMAN: Honourable senators, we will call the meeting to order, 
I do not think it necessary to read the order of reference under which this 
committee holds its meetings. We are all familiar with it and I am sure the 
gentlemen who are appearing before us today would*not be here if they had 
not read it. 

We are fortunate in having with us this morning representatives of the 
Canadian Exporters’ Association, an association well known throughout Canada 
for the excellent work it has done in promoting the sale of Canadian products 
in many parts of the world. It has put forward constant efforts to eliminate 
trade barriers, not only between NATO countries, but between other countries 
of the free world. The members of the delegation before us are, Mr. S. A. 
MacKay-Smith, President of the Canadian Exporters’ Association; G. H. 
MacDougall, Vice-President of CEA, Export Sales Manager, Shawinigan 
Chemicals Ltd., Montreal; R. B. Spiro, Director of CEA, Export Manager, The 
Coleman Lamp & Stove Co. Ltd., Toronto; O. B. Brown, Director of CEA, 
Export Manager, Beatty Bros. Limited, Fergus, Ontario; and J. H. Ferrie, 
Director of CEA, Vice-President, Canadian Bronze Powder Works Ltd., 
Montreal. 

I understand that the President of the Association, Mr. MacKay-Smith, 
will present the brief to us; and after he is finished, there will be a question 


period. I think the better plan is to allow each seriator an opportunity to ask 


a series of questions to clarify any points he has in mind, and in that way go 
around each member of the committee. 


I shall now call on Mr. MacKay-Smith to present his brief. 


Mr. S. A. MAacKay-SmiItH, President of the Canadian Exporters’ Associa- 
tion: Honourable senators, 


The Canadian Exporters’ Association is vitally concerned with the develop- 
ment of Canada’s international trade. The association was formed in 1943 
by a group of companies interested in selling abroad who saw the necessity 
of an Association whose sole aim and purpose would be the promotion of 


export trade, and today has a membership of over 350 firms engaged in 


exporting. 


The Association is regarded as the exporters’ clearing house; the entire 
exporting community shares in the results of the Association’s program and 
individual members benefit directly from the many Canadian Exporters’ 
Association services as well as from participation in activities and exchange 
of views with other members. As a matter of national interest many others 
also contribute to the work of the Association in support of Canada’s Foreign 
Trade Policies. 
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The Association is a non-profit, non-political organization and is s 
by members from all Provinces. The Board of Directors and Ce 
made up of Association members. 
On matters of international trade, the C.E.A. works in close har: 
the Department of Trade and Commerce in Ottawa, and with the D 
far-flung Trade Commissioner Service. It also has close work 
with other Federal Government Departments whose responsibility 
_ and maintain Canada’s foreign International Trade. 
It is recognized by the Association that an important part of th 
for Canadian export business is a sound domestic manufacturing ind 
industry is entitled to prompt and effective enforcement of Cana 
on Customs and Dumping Duties. It is, furthermore, the view of the 
that the Canadian Government, while living up to its obligations uw 
national trade treaties, should actively protest infringements of such 
other countries, where such infringements create obstacles. for 
exports. | * 
The Canadian Exporters’ Association, therefore, finds itself in el ir 
ment with some of the recommendations already submitted to t ie § 
Committee by other bodies emphasizing the importance of measures | 
to adjust international tariff barriers, to ease monetary restrictions, 
_ the advance towards the ultimate convertibility of currency, and to el 
far as possible tiresome customs regulations which create an intan 
nevertheless, formidable obstacle to freer international trade. 7 
Many of the recommendations that have already been proposed are 
and, if adopted, can advance very materially the prosperity not only | a 
but of all those countries participating in international trade. at ‘ 
However, the Canadian Exporters’ Association has felt it imy 
preparing this brief to concentrate its recommendations on certain 
points to which immediate attention can and should be given and 
the opinion of the Association, can help to achieve two very valuable 


rai 


(1) Measures recommended to improve International Trade 


The adoption of certain measures recommended to imprc 
national trade would give Canada the opportunity to pla 
part in the freeing of international trade from its present 
and restrictions. vee 


- Moreover, the example of Canada’s leadership would react 
ably on other important trading countries and would thereby 
stimulus to them to adopt similar measures. hoes 


(2) Measures recommended to benefit Canada’s Export Trade * 


The adoption of measures recommended to benefit direct Car 
export. trade would focus the attention of the Canadian. public 
vital importance to Canada of maintaining her export bus: 
would give invaluable encouragement to the many Can 
endeavouring under very difficult conditions to maintain their 

_ export connections and business. =: eae 


_ Our recommendations and suggestions will therefore deal with 
categories: re 
(a) Conditions and suggestions which in our opinion > , 
a favourable bearing on world-wide international trade as a 
thus would affect Canada’s trade relations indirectly; | 


Lath are a (6) Conditions and suggestions which in our opinion wot 
directly beneficial to Canada’s external trade. +) A 
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urrency Convertibility and. Import Controls 


It has been recognized and said only too often that the shortage of free 
ae xchange in the hands of many countries is the greatest single difficulty in the 
a fu er development of foreign trade and it is this exchange shortage, mostly 
nOyin dollars, which in the main perpetuates the import controls, quantitative 
restrictions and other schemes which form the real barrier against the inters 
n ional movement of goods. 
ore Sterling is, without a doubt, the currency in which a eee Bae 
ortion of international transactions is cleared and, therefore, we feel that any 
assistance which would make it possible for the United Kingdom, the sterling 
ea and other allied countries to reduce or abolish their import controls and 
soon to make sterling internationally convertible would be most helpful to all 
ading countries. 

__. Most countries in the sterling area claim that any large scale increase in 
the importation of Canadian goods would have severe effects on their balance 


ras payment position. While some of these claims are at times exaggerated, the 


: ported on open general licence. Such credits could be exercised by the 
countries involved if they can satisfy the Canadian government of balance of 


\ 


thus remain under the control of the Canadian government. Such actions by 
‘the Canadian government would be primarily for the general good in inter- 
tional trade but more specifically for the good of Canada. 

If it should be the case that funds of this type would be more helpful in 
reduction or liquidation of outstanding blocked wartime balances, this 
pose then would be given precedence whereas if the greater help towards 


Study might well be given to the possibility’ of the scheme being enlarged 
to take in other countries, such as Canada, and we suggest inquiries be made 
see if this can be accomplished and on what basis it could be done. It is 
ized that we are a hard currency country, but so is Switzerland, which is ~ 
ow a member. It seems to us that an extension of the EPU arrangement to 
include some other countries, such as Canada, could be of real benefit over a 
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3. Stabilization of Prices and Sales of International Commodities 


A great many, so-called, underdeveloped countries depend economically 
on the price and sale of one or two basic commodities. Any great fluctuations 
in price or the sale of these commodities have widespread economic and 
political effect on the areas involved and make them fertile ground for Com- 
munist agitators who promise high prices and a‘steady long term market. 

While we are opposed in principle to any arrangements, national or 
international, which would lead to market allocations, price fixations, govern- 
ment bulk buying, stockpiling, etc., the advocates of these international 
arrangements say that we have to. recognize that the development of under- 
developed areas will be impossible if the prices of the commodities they pro- 


duce, and upon which their economies depend, are subject to such violent | 


fluctuations as we have experienced recently again. 

We suggest that the Canadian government should make a study of our 
long range requirements of basic commodities such as rubber, wool, tin, tea, 
coffee, cocoa, sugar, rice, ground nuts, palm oil, copra, copal, etc., and based 
on our best long-term interest, negotiate for steady prices and guarantee a 
market in Canada for periods not shorter than 5 years. 

We also recommend that the Canadian government should urge the United 
States to undertake a similar program for reasons of economic and dpe 
self-interest. . 


(B) Measures Recommended To Benefit Canada’s Export Trade 
1, Production Costs 


The constantly mounting wage costs and also the spasmodic increase in 
raw material prices as well as those in the costs of transport and related 
services, have priced many Canadian products out of foreign markets and 
have left the field wide open to. competitors producing in countries with low 
wage levels, longer work week, and/or large home markets, particularly in 
such coeirics as Germany, Japan, Great Britain, U.S.A., ete. 

While it is almost certain that no successful campaien could be started 
in order to achieve a reduction in the Canadian wage level, some action could 
nevertheless be taken, through co-operation of governmental authorities with 
trading associations, in order to inform trade unions of the consequences that 
constant wage increases inevitably have on Canadian production costs and to 
call their attention to the importance of exports to the Canadian economy—an 
importance which seems to be entirely overlooked by our labour leaders. In 
this way, levelling off of wage and other cost increases could perhaps be 
achieved with direct benefit to the competitive ability of Canadian manufactur- 
ers in the foreign field. 


2. Incentives to Canadian Exporters 


To assure an improvement in Canada’s export trade, particularly in manu- 
factured goods, and to enable firms to divert more of their production to 
export, certain incentives should be considered by the Canadian government. 
- As Canada’s foreign trade is such a large contributor to our economic health 
and growth, we suggest the following measures should be studied by the 
government: 


(a) Profits derived from sales to foreign countries might be taxed on a 
lower level than domestic profits. 


(bo) Tax relief might be granted to profits derived through foreien 
investments. To encourage new foreign capital investments, similar 
measures could be adopted as those now available to United States 
investors through ‘Western Hemisphere Trading Corporations” and 
the Point Four program guarantees. 


(c) Lowering of Canadian freight rates to seaboard for export. 


hs 
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duct to be exported, to make them conscious of the vital importance of 
sports to the economy of our country. We should like to believe that such a 
ampaign could suggest a careful study of costing by such supply organizations 
ee result in ne Canada’s manufactured goods more competitive 
broa 


ae Direct oe Source 


ited States or the United Kingdom, instead of being imported direct from | 
ve countries of supply. Some improvements in this respect have been 
hieved since the end of the war but further efforts should be made in this 
os and the Department of Trade and Commerce and Be ee trade associ- 


“In paettion we are conscious of the fact that our trading position is 
onsiderably weakened in trade discussions through the fact that our import 
tistics do not show an accurate picture of our imports when goods- 
Q oe purchased through sources other than the country of origin. 


oe eed from Soft Currency rather than Hard Currency Sources 


-- There is no doubt that many products such as citrus fruit, dried fruit, 


S 


ey “importing them from California, Florida, etc. 
- Canadian Trade Commissioners in close co-operation with steamship 
li es and other interested parties, could increase their efforts in this respect. 


nips is available. Or again, imports are not feasible because there are no 
t sailings to Canada from the potential countries of supply. 

We feel, however, that much could be done and should be done to 
irect a larger share of our purchases in these tropical commodities as 
1 as others to markets where presently our exports are curtailed due to 


- To improve Canada’s tourist trade, on which account our balance 
or years has been unfavourable, and to increase our sales to the United 


(a) Simplified procedure should be established by Department of 
National Revenue for the handling of goods which enter Canada in 
bond to be re-exported to foreign destinations in bond. 

(0) A practical, simple procedure should be established by Department 
of National Revenue to enable small importers and retail merchants 
to obtain customs duty drawback on the sale of imported articles 
when these are sold to United States and other foreign tourists 
and shipped to their home destinations. 
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(a) 
(b) 


(c) 


(d) 


(e) 


6. Export Credits Insurance Corea 


broadened. We suggest the following specific steps: 
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Furthermore all such sales should also be exempt from all tax 
now levied by the provinces. 


The corporation should not be required to operate at a profit ¥ 
and thus should quote lower rates. : 
The present coverage should be broadened to cover shipments _ 
acceptance of which for any reason might be refused by the 
customer, as this is a normal risk in a great mee export trans- mi 
actions. ‘ , 
The by-laws of the corporation should be amended to ee ‘: 
exporters to insure individual shipments without having to obligate Tes 
themselves to insure all their export transactions. 
The corporation should broaden their coverage by offering 5 ~ 
insure foreign capital investments against risks of non-convertibility 
of profits of capital repatriation and underwrite the risks of 
expropriation or nationalization. ae canbe 
The government should. consider broadening the terms of section 
21 of the Export Credits Insurance Act to cover all types of goods, 
and the coverage described in this section of the act should be 
made more readily available to exporters. a gy 


7. Creation of Educational: Facilities for the Development of Foreign Trade 


Specialists eee 
In order to create a better understanding of foreign trade amongst 


Canadians through the development of specialists in this field, we recommend: 


(a) 


(b) 
(c) 


(d) 
(e) 


Inclusion of subjects concerning foreign trade in commercial bedi, 
collegiates. Oe a ae 
Foreign trade courses in Canadian universities. ‘ Be ah 
Creation of scholarships for the study of forcien trade in Canadian, cos 


U.S. and continental universities. 
Foreign trade seminars for those employed in foreign trade. 
More emphasis on the study of foreign languages. 


The Canadian Exporters’ Association is in general agreement with Article 2 — 

-of the North Atlantic Treaty and hopes that the suggestions made in Unis brief | 
are of such a nature that they are worthy of serious consideration. 4 
Canada has done her utmost to live up to the principles of the North Hee 

Atlantic Treaty but must further increase her importance and thereby influence 
in world international economic policies. 

The Canadian Exporters’ Association wishes to thank the Chairman of 

the Senate Committee and the honourable Senators for giving us the opportunity © 
of presenting our views and we respectfully submit this brief. on behalf OLS OURS i, 


members. 


The CHarirMaN: Thank you very much. Honourable Senators, the meeting 
is now open for you to ask Mr. MacKay-Smith or the gentlemen with him any 
questions to further clarify the brief or anything else that bio would like to 
know along that line. 


CANADIAN TRADE RELATIONS ‘ veer 


Hon. M MAcpowao: I wonder if Mr. MacKay-Smith could give us an idea 
he members of the Export Association are. I was wondering in particular 
‘ou have with the primary producers’ organizations throughout 

e have, for instance, certain farm products and wood supplies for 

e are very anxious to find markets. I was wondering what is the tie-up 


ined, we represent lumber companies in British Columbia, people who 
xporting lumber. I think we are pretty broadly representative in that 


Mr. MacponaLp: Have you any tie-up with the Federation of Agriculture? 
Mr. MacKay-Smitu: I don’t think so, no. 


rly are very anxious to improve their position with regard to the marketing 
ruit; and in the Maritime Provinces we are exceedingly anxious to be able 


ma <et our potatoes to better advantage in the British West Indies. I was 


ion of Agriculture and, possibly, with the wood suppliers’ organizations, 
bermen—what do you call it, Senator Burchill? 


save oaks been Bea hed by individual lumbermen and fruit producers: I 


e are doing some work on the West Indies right now for the Maritimes. 
say, the West Indies, I mean we are trying to maintain a steamship ser- 
th proper facilities, to assure the continuance of this trade. 


- Mr. RULER: Mr. MacKay- Smith has made some very interesting sug- 


ee 


ar “it is varelty difficult to make up one’s mind at once.on these things. Is your 
nization more concerned with the promotion of exports to the sterling 


to the United States, one of your chief difficulties in the past has been, and I 


robably still is, that there are so many obstacles in the way other than 
before exports can reach the American buyer. Have you found any relief 


For instance, at the border. It has been the practice to charge duties on 
ES ee alles and then the classifications are changed after an ee 


ereat. Have you found any relief in that regard at all? 


intelligently if we had had the brief in advance and could have studied 


rather than, we will say, to the United States? In connection with exports — 


te from he new government in the United States? They have, I think, tried 


sing, and he just won’t buy from the Canadian because the difficulties 


nee - ee xe 
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Mr. MAcKay-SmitTH: Not really. Naturally we cannot protest to the gov- 


ernment of the United States, but we have vigorously urged our Departments 


of Trade and Commerce, of External Affairs and of Finance to work to seo Rhy . 


United States customs procedure. 
Hon. Mr. EULER: What success have you had in that? ; 


Mr. MacKay-SmitTH: Well, it is being discussed in Washington now, and I 


believe there is a bill under consideration to simplify United States customs 
operations. We are not too hopeful of the result, but at least it is a step. 

Hon. Mr. Euuer: It is like the weather. Everyone discusses it and nobody 
does anything about it! 

Mr. MacKay-SmitTH: We: do find that, by and large, the United States 
government officials agree with us. Whenever we speak to them about this 
they agree that it is a matter for Congress and the Senate to rectify. <n 

Hon. Mr. GoLpine: I would like to ask the witness whether the representa- 


tions which are made in this brief have also been:made to the Trade and 


Commerce Department. Have you been co-operating with them or they 
co-operating with you, or what is the situation? 


Mr. MacKay-SmiTH: Yes. I think we have. We have a permanent com- 


mittee, which we call a Government Liaison Committee, “which is recognized 


by the Department of Trade and Commerce and the Department of Finance, 


and whenever we have an agenda we call a meeting, and they are very co- 
operative; they work with us. We produce a complaint about something or 
other; in turn they complain about us. There are many complaints about us, 
too. 

Hon. Mr. Goupinc: The representations you have made here now, have 
you made those representations to the Trade and Commerce Department? 


Mr. MacKay-SmitH: Well, we have made a number of them, yes, not 


only to Trade and Commerce but to other departments as well. We find, 
naturally, that the Department of Finance is involved in this. é 


Hon. Mr. GOLDING: With what result? 


Mr. MacKay-SMITH: Well, in some cases, success; in other cases they are ~ 


trying very hard to do something about it. They do their best. They turn us 
down on one or two things, saying they are impossible, and explaining why. 

Hon. Mr. Goupine: The thought just struck me that if you are trying to 
get over your program your first approach would be through the department 
or the officials of the department. Mi 

Mr. MacKay-SmitH: Well, on currency convertibility and import controls, 
we have striven for years, ever since the end of the war, to have them removed. 
That is, as I said here, one of the greatest obstacles to foreign trade by a. hard 
currency country. 


Hon. Mr. BurRcHILL: I think there are many excellent suggestions in this 


brief—suggestions very worthy of study. But I am an exporter of lumber; 
and I do not go with you on the suggestion of long-term credits to foreign 
countries. I do not think that is the right approach at the present time. Our 
experience has been that we in Canada are pricing our goods too high; we 
cannot meet foreign competition; and while we can sell our goods all right we 
cannot get any money out of what we sell, because, to meet competition in 
these markets, we have got to accept prices which are not sound as far as our 
own business is concerned. It seems to me that by extending long-term 
credits you are only confounding that situation; you are just going on con- 


tinuing an artificial situation. I think the sooner we get down to a sound 


trading position, without government support, the better for us. We have got 
to face it some day, and we might as well recognize it and try to devise ways 
and means of meeting it. You have made some suggestions as to how it should 
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be brought about, but we certainly have to manufacture our goods here in 
da_ on a price basis that will enable us to meet competition from other 


pel hres “MacKay- Lopn a Sir, I think we are entirely in agreement with you 
on the idea of getting down to a stable trading basis, but that suggestion is 
_ good as long as sterling, for instance, is not convertible. 
if Hon. Mr. BurcHILL: Of course, we cannot do anything about that, can we? ~ 
That is a matter for the people of the United Kingdom and. other sterling 
countries to determine. I doubt very much whether many sterling countries— 
Great Britain in particular—would look with favour upon taking loans from - 
Canada for the purpose of buying our exports. I do not think they would want 
them to start with. I am convinced that the matter of convertibility is for 
them, and that we have to look after our own affairs, have we not? 

~ Mr. MacKay-SmirTuH: That is’ right. 
Hon. Mr. BurcuiLu: That seems to me to be our problem as exporters. 
You have made some worthy suggestions, but certainly our costs here in Canada 
are too high. 
: Hon. Mr. Davies: Mr. Chairman, could I ask Senator Burchill a question? 
Which country is Canada’s greatest competitor in lumber? 


_ Hon. Mr. Burcuintt: The Scandinavian countries. 
- Hon. Mr. EuLER: What about Russia? 


Hon. Mr. BurcHILL: No, Russia is not a competitor, for their prices are 
pency. are aye high. qt is the Scandinavian countries which gives us 


> Hon. Mr. ae Mr. McKay-Smith, do you think me extension of credits 
embodies a dumping feature? For instance, is there not a dumping feature if I 
uy a product from the United States on a five-year plan? 


Mr. MacKay-Smitu: I do not think so. Perhaps Mr. Spiro can support 
me on that view. 

_ Mr. Sprro: Mr. Chairman, may I first reply to the question as to the 
fluence of long-term credits? The convertibility of sterling is mainly retarded 
day by the blocked wartime sterling balances. The United Kingdom, as 
ministrator of the sterling pool, would probably be quite willing and ready 
introduce convertibility for current transactions, but there are still about 
0 to $11 billion outstanding in blocked currency balances in sterling countries, 
and in other soft currency countries and in dollar countries, and if they were 
all made convertible at a stroke there would be a run on the Bank of England 
; was experienced in 1947, and the plan might again come to an end. On 
he other hand it would be a half-way measure to make only current trans- 
tions convertible. These blocked wartime balances could probably be, as 
the bankers say, funded, by long-term credits which the dollar countries, the 
nited States and Canada, could possibly extend to those countries which hold 
the blocked wartime sterling balances. I have in mind such countries as 
Be India, Pakistan and Egypt, countries to which our trade has become almost 
In these cases it is our submission that long-term credits would enable © 
yk ese countries to make use of these blocked sterling balances, and at the same™ 
- time enable the United Kingdom, as the administrator of the see pool, to 
make currency convertible not only for current transactions. 

As far as production costs are concerned I think we can all agree that in 
anada they are very high, perhaps they may be ranked amongst the highest 
costs in the world today. Our wages and raw materials are almost as high 


— 
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as they are in the United States. The cost of our raw materials is sometimes i 


higher than they are in the United States, and on the other hand our wages 
and salaries are lower. There are other factors which enter into manufactur- 
ing costs. For instance, there is the matter of general overhead expense, which 
is naturally higher here in Canada than in the United States because the 
quantity of goods produced is smaller. For this reason our costs are higher, 
and in many cases they are substantially higher. We were given an illustration 
by Mr. Brown of Beatty Brothers in Fergus, Ontario. He stated that a large 


United States washing machine manufacturer produces 1,500 machines in a — 


day, whereas the largest Canadian manufacturer of washing machines can only 
produce 150 machines in a day. It can therefore be seen that the overhead per 


machine in Canada is substantially higher than in the United States. There 


are also other cost factors. For instance, our interest rates in Canada are much 
higher than they are in the United States. Last but not least is the matter 
of exchange. Our exchange is a little bit higher, being 1 per cent and 14 per 
cent. It used to be 4 per cent, and it may go as high as that again. We have 
mentioned these points in our brief where we suggest that the attention of our 
labour leaders should be called to high wage costs. We are under the impres- 
sion that our labour leaders and trade unions are entirely neglecting the matter 


of exports and do not realize what constant wage demands mean in the matter — 


of exporting Canadian products. It certainly makes things difficult. I am not 
sure whether I have answered the questions adequately. 


The CHAIRMAN: Thank you very much. 
Hon. Mr. KinuEy: How big a mark does the Canadian THantieaoc eee 


make on the American market? Does he get any business over there at all | 


outside of Canadian Club whisky and the odd item? I do not believe we 
have many manufactured goods on the American market. 

Mr. MAckay-SmiTH: No, it is essentially raw materials that the United 
States buys from us. There are a few manufactured products of original 
design that we sell in the United States. Incidentally, I do not believe that 
Canadians do enough of that sort of thing. 

Hon. Mr. KInLEY: I know that we do sell some boats to the Aeneas 
There are quite a number:-of Canadian-built boats in the United States. 
I think our biggest seller, though, is Canadian Club whisky. 

Mr. Mackay-SmitH: There is a little company in Montreal, the Irving 
Company, which exports ski suits to the United States. We do have a luxury 
trade in items of that kind. 3 

Hon. Mr. EULER: Mr. MacKay-Smith, I read-an article not long ago which 
was written by a Canadian trade commissioner in which he accused Canadian” 
manufacturers of not making a real effort to sell their goods in the United 
States. : 

Mr. Mackxay-SmitH: I think we generally agree with that article. We 
are endeavouring ourselves to promote an interest amongst our exporters to 
the United States to come out with more original designs, something that 
is not made in the United States. I am thinking of such items as parkas. 
It is our rough estimate that there are approximately 15 million luxury. 
buyers in the United States, and that no matter what the tariff is, whether it 
is 50 or 70 per cent, they will buy luxury goods anyway. 


; Hon, Mr. EuLER: Does that apply to some of the Canadian shoe manu- 
facturers who are selling their products in the United States? I know that some 


of our Canadian-made shoes sell in New York City. There is a shoe factory in — 


London which exports to the United States, and Hartt Shoes; manufactured 
in New Brunswick, are exported to that country. 
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Mr. Mackay-SmitH: And there are the Tyrol Shoes which are manu- 
factured in Montreal. I have just come back from New York where I saw 
a good exhibition of Canadian shoes in Rockefeller Centre. I was informed 
that such stores as Lord and Taylor’s have been making substantial orders 
from Canadian shoe manufacturers. 


Hon. Mr. Krnury: I understand that British shoes are duty-free coming 
into the United States market. 


Mr. MacKay-SmitTH: I am not sure of that. 


Hon. Mr. KINLEY: What about wool products? American tourists buy 
our Canadian wool products here. Why should Canada be an importer of 
wool? Should we not have the best wool in the world in Canada? 


Mr. MacKay-SMITH: You mean raw wools? 
Hon. Mr. KINLEY: Yes. 


Hon. Mr. Isnor: Mr. Chairman, I am not a member of your committee, 
but when I learned that the Canadian Exporters’ Association was going to 
present a brief I felt it was an opportunity to bring up something before your 
committee, if I may? 

The CHAIRMAN: Certainly. 


Hon. Mr. Isnor: Not only before the committee, but before the association, 
in connection with this well prepared brief, particularly in regard to the 
tourist trade. I think some of the suggestions there could be followed through 
to our benefit here in Canada. But I was particularly interested to know, 
and I am going to ask Mr. MacKay-Smith, what his association is doing or has 
‘done in the past toward directing shipments of goods made to foreign coun- 
‘tries through Canadian ports. Naturally, I am interested in the ports on the 
Atlantic coast, Halifax in particular. Perhaps Mr. Smith would be good 
enough to outline to the committee as to whether his association takes any 
steps in regard to direction of shipments, and particularly as to direction of 
traffic, through Canadian ports instead of American ports. We have competi- 
tion from Portland and New York as far as the Atlantic ports of Halifax 
and Saint John are concerned, and I believe your association, Mr. Smith, 
could play a very important part toward directing shipments through Canadian 
ports. e 

Mr. MacKay-SmiITH: Yes sir, we are playing, I hope, an important part 
in that role right now. Firstly, we try to convince our members to make those 
shipments through Canadian ports. Sometimes there are difficulties, because 
the buyers instruct the seller what steamship line must be used. We have 
supported very strongly the National Harbours Board, and they formed a 
committee—I think it was the Canadian Ports Committee in support of that. 
_ We are fighting discriminatory practice—such as Ecuador. Their flagships do 
not come to the Maritime ports but only as far as New York, or possibly 
Boston. We have been in touch with the Department of Trade and Commerce, 
and they are vigorously protesting. Unfortunately, we do not have a diplo- 
matic representative in Ecuador, and therefore it has to go through the United 
Kingdom representative... We hope to relieve that situation by making Ecuador 
bring their flagships into our ports. I think we are doing a lot of work in 
that connection. 


Hon. Mr. Isnor: I sincerely hope you will continue those efforts. I notice 
the Winnipeg Wheat Exchange is a member of your association. Years ago 
we were successful in having a large amount of grain shipped through the 
port of Halifax, for which we have added facilities there now, but instead 
there seems to be a tendency to ship to Vancouver via the Great Lakes, and 
I think it is just a matter of direction, particularly going overseas. While I 
know your association would perhaps hesitate to stress one port, you could 

88041—2 


66 STANDING COMMITTEE "a 


very well direct attention to the fact that the Maritime ports” are 

business. You mentioned the National Harbours Board. They canno’ 

upon themselves to emphasize any particular port, and that is -w. y th 
‘not draw attention to the benefit of the Atlantic ports to the members 
firm but rather depend on the local commission, such as we have in ie E 
Port Commission, under the chairmanship of Mr. R. J. Rankin, who is at 
the president of the Canadian Press Association, and I know he w: 
to bring that to your attention. But I would impress upon you t 
shipping through Canadian ports instead of American ports. 


relation to what Senator Isnor said. I happen to be from British. ( 
A few weeks ago there was a great furore in Vancouver, British C 
because we suffered from some arrangement made by the Depart 
Trade and Commerce by which there was a direct incentive to sh 
wheat and grain to ship to eastern ports rather than to western p 
since that question has come up now, I would like to ask whether 
can set that clear, and I admit I was not quite sure whether the co 
Vancouver was right or wrong. 

Mr, MacKay-SmitH: I am sorry, I cannot answer that. 

Mr. Sprro: We all probably read the same thing in the paper as yo 

Hon. Mr. Davies: I should like to ask the witness if in his op 
Canadian International Trade Fair which is to be held in Toronto o 
is of as much benefit to our exporters as it is in increasing imports to 
I have been to the fair every year, and I have seen exhibits fro 
countries, and very fine exhibits from all over, and I am wondering 


out of Canada. What is your opinion? 


Mr. MacKay-SmitH: May I ask Mr. Spiro? He has been closely ' 
with the fair. ia 


Mr. Spiro: I happened to be a member of the visitors and oe 
mittee and may be able to give information to the honourable senator. 


Canadian exporters, and the Right Honourable C. D. Howe wee non 
whether this event should be continued at all. We, as represent 
industry in Canada, and of the Canadian Exporters’ Association, took 
strong stand in favour of the continuation and pledged our support to en 
the interests of Canadian exporters at this event. You must not for, 
Chairman, that this international trade fair is comparatively new te 
Our trade fair is the only international trade fair on the North 
continent. To develop an event like that and propagate it and mak 
enthusiastic and believe in it takes years and cannot be done in thr 
years. They have been successful in convincing the Right Honourab’ 
Howe of this, and are very grateful to him that he has continued * 
and today the majority of exporters are again Canadian firms. — I th 
year between 60 and 70 per cent is the figure, and only the rema 
foreign firms. So, provided Canadian industries are not seriously 
_ such imports, I think we should all be very much in favour of havi 
foreign exhibitors here as possible. 


Hon. Mr. Ever: To what extent do you avail yourselves of t 


_ tunity of exhibiting Canadian products in the European trade fairs? Th 
ee help you more than anything else. 
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Mr. Sprro: That is quite true, Senator. The Canadian government through 
_ its government Exhibition Commission, is participating in an institutional way 
in many foreign trade fairs, such as at Utrecht, Holland this year. 

Hon. Mr. EuLER: Was there not one at Leipzig? 

Hon. Mr. KInLEyY: Or at Hamburg? 

Mr. Spiro: There is one at Hanover; and also the British Industries Fair, and 
in Mexico City; I believe we are also having a Canadian exhibition in Sao Paulo, 
Brazil, and at Bogota, Colombo. In some cases these exhibitions are purely of an 
_ -institutional character, just an exhibition of products which Canada can export, 
without naming any firms. In other cases there is some co-operative effort 
with the government exhibition, where we can exhibit our own products with 
our name on them, and perhaps even distribute some advertising literature. 
This is, for instance, true of the Sao Paulo Exhibition, where only recently the 
Canadian government Exhibition Commission has invited Canadian firms to 
participate on such a co-operative basis. True, it will cost us something, but not 
as much as if we went there alone. Apart from this, some Canadian firms are 
also exhibiting on their own. I think my own firm this year exhibited in perhaps 
- ten or twelve different fairs overseas, and many other Canadian firms do the 
same thing. 

Hon. Mr. EuLER: Has it promoted business? 

Mr. Sprro: Yes, we believe it has. If I may speak personally, we are great 
believers in the value of trade fairs overseas, because in those countries, par- 
ticularly in Europe, people are very much more aware of the value of such 
fairs than we are here. 

Hon. Mr. EULER: You reach your customers more directly in that sort of 
exhibition than you do in the Canadian Trade Fair, I should think. 

Mr. Sprro: On the other hand, Mr. Senator, through our fair here we get 
many people into our own grounds, and it is much easier to demonstrate our 
products and to negotiate with them if we can, than in their own country. We 
believe that we have derived great benefit also from the Canadian Trade Fair, 
although we have to compete with the foreign exhibitors who exhibit here. 

Hon. Mr. EULER: My idea is that if you exhibit in the European centres, you 
are in direct contact with probable buyers; whereas, in the Canadian trade fair— 

and I am not depreciating it—the people who come there are not buyers of your 
products but are trying to sell their own. 

Mr. Sprro: Excuse me, but I cannot agree with you. 

“Hon. Mr. EuuEr: I would be glad to be corrected. 

Mr. Sprro: We had last year something like 30,000 foreign visitors actually 
registered as buyers at our Canadian International Trade Fair. Although this 
number, in our opinion, was quite satisfactory, we still thought we should try 
and further increase it. All the advertising effort of the Canadian International 
Trade Fair this year, in publications, through speeches and travel of some 
officials abroad, are mainly directed towards increasing the number of visiting 
buyers. We are looking forward with great interest to this figure of 30,000 
registered buyers last year being increased this year. 

Hon. Mr. Davies: Mr. Chairman, that is all very well, and I am in favour 
of two-way trade. But as I understand the situation, our textile factories, for 
instance, are having a rough time. Should we encourage Canadians to buy 
textiles from, we will say, Great Britain and other,countries where the wage 
scale and standard of living is lower than in Canada by exhibiting their 
products at such things as trade fairs? No doubt we have exhibits of these 
various textiles in Great Britain and at our own fairs, but my understanding is 
that Canadian textile manufacturers find it difficult to compete with the textile 
products of Great Britain. Is that so? 
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‘Mr. Spiro: Mr. Chairman, if you will permit me, we trie 
problem in our brief. On page 2 we say: ae 
It is recognized by the Association that an importan 

foundation for Canadian export business is a sound domes 

turing industry. This industry is entitled to prompt an 
enforcement of Canadian Laws on Customs and Dumping Dutie: 


We believe that the legal provisions which have only rece! 
further developed here would be sufficient to protect such Canadia 
_which are exposed to dumping or any unfair foreign competition; oth 
foreign competition may even be of a healthy influence to some of 
effiicient domestic industries in Canada. But we believe that the legal 
made in this country are sufficient to protect those who are just w 
efficiently as possible, but cannot bring their costs down. 

Hon. Mr. Davies: It is not very helpful to the textile wotken ae 
unemployed. I read in the paper recently that within the past month w 
had seventeen textile factories close down in Ontario. Senator Burchill p 
out that in our various provinces we have a high standard of living and 
‘wages do not compare with those of Europe and the eastern countries. pea: 
to me to be quite a serious problem. If we are going to maintain a 
of wages and standard of living, we are not going to be able to compete ii 
foreign markets, for the people who come here and exhibit at our 
can undersell'us. Is that not the situation? Why should we encourag th 
come over here and advertise yee fact that they can undersell us? : 


arrangements with these exporters to produce the exporters’ goods in 
It may be an arrangement covering the whole or partial manufac! 
there have been a great many very profitable unions made in that wa: 
not know the exact figure—perhaps Mr. Spiro may know them. 


eedVir, SPIRO: I am. not quite sure about the textile industry, but th 


seeing what other countries can produce by utilizing new suo 51 
orlin synthetic fibres, and make up-to-date designs. pact 
I believe, Mr. Chairman, if the honourable senators had an op ort 
to talk to such people as buyers of big chain and departmental stores in C 
they would perhaps find an explanation for the difficulties of the Ge 
textile industry today. 
Hon. Mr. EuLer: May I ask a further question related to~ he 
industry? Certainly the textile people are on a spot; and we have he: 
serious complaints about the imports coming in from the United St é 
the result that during the past session we enacted legislation w: nh wa 
directed at tightening up the dumping laws. Has that been of any value? 
Mr. McKay-Smitu: To a limited degree, I believe it has. 
Hon. Mr. Evuer: You know what I am referring to. jae 
_ Mr. MacKay-SmirtH: ‘Yes. That is the case for a limited time. 
of season selling. : 
Hon. Mr. EULER: You spread it over a six months’ perisaene 


Mr. MacKay-SmitH: I believe that 7m : 
ae na has included that. iii) bck ie 
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Hon. Mr. EuLeR: I have heard it said that it did not do very much good ' 
although I sponsored the bill myself in the Senate. 

Mr. MacKay-SmiTH: It is very difficult to put your finger on this question 
of dumping, unless you have actual proof. 


Mr. MacDouGALL: When this new law was enacted it was felt that it 
would probably take two years to feel the effects of it. 


Hon. Mr. Turcreon: Are the textile people members of this organization? 

Hon. Mr. EuLEeR: Our textile people do not export very much. 

Mr. MacKay-SmitnH: No, but they tried. 

Hon. Mr. BEAUBIEN: Mr. Chairman, does it not all come down to this, that 
if you are going to export manufactured products or any other commodities, 
the country that you export to must pay you by their exports. Does it not all 
come down to that? 

The CHAIRMAN: Correct. 


Hon. Mr. BEAUBIEN: We are now selling a lot of wheat to Japan. I think 
we have developed a market in Japan for wheat, which is very, very important. 
A large delegation from the Canadian Wheat Board and the Canadian wheat 
pools took a trip to Japan recently and only this morning I saw the president 
of the Manitoba Wheat Pool, Mr. W. J. Parker, and he was telling me of the 
possibilities of a market for wheat in Japan. He said that the possibilities are 
tremendous. In fact, he told me this morning that there are greater milling 
facilities in Japan than in Canada. Of course, those facilities are not all operat- 
ing, but the facilities are there. He said also that Japan is importing a lot of 
barley. The Japanese have managed to perfect a process which will separate 
the hull from the barley grain, and the barley is mixed with rice to make a 
very nourishing food. Now, if we are going to continue to enjoy that market 
for wheat, which is very, very important to the whole western world, we 
certainly will have to import goods from Japan in order to be paid, and if 
Japan can produce textiles cheaper than our own over-industralized textile 
plants, why should we not import those textiles in payment for our wheat, 
seeing that production and exportation of wheat is very essential to this country. 

The CHAIRMAN: I think it is fundamental that a country is only able to 
pay for what it imports by its exports. Money does the bookkeeping, but that 
is all. I would like to hear a word along the lines of what Senator Burchill , 
brought up, having to do with a question that is being studied in the United 
States, whether profits made in foreign countries by the exportation of lumber 
or potatoes are to be taxed less than profits made internally. In your opinion, 
Senator Burchill, would that help the lumber business? Or would it help 
the potato business, Senator Pirie? 


. Hon. Mr. BurcHILL: It would be difficult to segregate the profits. It would 
be a real accounting job, and I do not know just how it could be done. 

Hon. Mr. EvuLER: That would be class legislation too. 

Mr. MAcKAY-SMITH: We are happy to know that there will be some dis- 
cussion on this point. We believe there should be an incentive given to 
exporters, the same as is given to exporters of other countries, and we inserted | 
that suggestion in our brief as a provocative statement to bring about a 
discussion. 

The CHAIRMAN: I do not see why it could not be done on foreign or export: 
business. What do you think along that line, Senator Pirie? 

Hon. Mr. Pirie: Well, I do not know, but I am sure, Mr. Chairman, as far 
as my experience in the export trade and the shipping of commodities is 
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concerned: which we specialize in, I have to do the needle work m self. 
not think it can be done through the Canadian Exporters oe Th 
to visit foreign countries and do the Be Onaly moe myself. : ; 


profits made in es trade. 


ay Hon. Mr. Pirte: Well, it is very competitive business and we : 
very keen competition from the United States. For instance, in Cu 
United States has a preferential tariff over us. We have to try an 
that competition by cargo shipments instead of car shipments, an 
very difficult to do it. But I will say that if you establish confidence - 
people who are using your goods in the export market, I think that A 
half the battle. I do not know too much about it, though. ie 


when the United Stare: lowers their taxes on profits that are made t wy 
trading with ee countries. es 


matters like that. I do not think there is any objection to that at all, . 
The CHAIRMAN: Mr. MacKay-Smith, have you anything to say om 


Mr. MacKay-SmituH: I would like to confirm Senator Pirie’s beliefs 
having to do it yourself. We are desperately trying to get presidents 
directors of companies to become conscious of that. Too many companies 
today try to do export business by sitting at home and writing a letter. re 
try to convince them that they should travel abroad. We say that yo 
to go abroad and sell it yourself, that we cannot do it for you. I thin 
Mr. MacDougall has just returned from a trip around the world sell. E 
products. That is really the only way it can be done. You have As sh 
aggressiveness in selling your own products. o 


Hon. Mr. EULER: Were you serious when you said that freight rates hould 
be reduced on export business? Do you think that is possible in face 
constant increases in freight rates? 


Mr. MacKay-SmitH: I would say that many contributions Ale 
made to make export business successful, and one is freight rates. Th 
ways are not now getting as much traffc as they did when large’ exports 
being handled by them. There is a meeting point for freight rates one 
that would give us a more competitive position abroad. 


The CHAIRMAN: A greater volume would result? 
Mr. MacKay-SmitTH: Yes, Mr. Chairman, a greater volume. 


Hon. Mr, EuLEr: Of course we do have reduced freight rates to and fr 
, the Maritimes. 


and shippers, and a good many other shippers are becoming fearful tha’ 
duced freight rates on export commodities may have the effect of increasir 
‘freight rates on commodities produced for domestic consumption. Mind y 
I am not arguing against it but I am just offering you that thought 
that thinking not prevalent in British Columbia? 


_ Mr. MacKay-SmituH: We believe today that the Canadian ecdndee 
not support existing industries in Canada and, therefore, we must hav 
‘stantial exports. — 

The CHAIRMAN: What percentage of over-capacity would you say t 


Mr. MacKay-Smitu; It is as much as twenty-five per cent. As ar 
fact, I think you will find that we are more dependent on export tr 


y 


i 
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any other country in the world and if we do not export the domestic buyer 


is not going to be there—he is going to be out of work. That is what we 


are trying to point out to the labour unions in various discussions. 


_ Hon. Mr. TurGEon: Suppose that the railway companies were to answer 
you by saying if certain freight rates are reduced, they will have to make 
up what they would call a loss by increasing freight rates on other commodities. 
How would you meet that? 


Mr. MAcKAY-SMiITH: It happens in other countries—for instance, you will 


- find in agreements made by steamship companies from Europe and the United 


: 


Kingdom that the rates for like commodities from East to West are lower 


than those of similar commodities which are purchased i\from Canada and 


shipped from West to East. This, of course, helps make the European com- 
modity much more competitive. It is one be the incentives, and, I think aa 


- will find, it is fairly common practice. 


Mr. FERRIE: The remark was made a few minutes ago, concerning the 


ports of Halifax and Saint John, that if the railways could offer some induce- 


ment on freight rates the volume of traffic going through those ports would 


be increased, by diverting it from the port of New York. In that way the 


railways would get a great volume of traffic. It is not necessarily the case 


that rates are lower from New York than from Halifax and Saint John, 
~ but there is a lot of traffic going through New York which should go through 


our Canadian harbours and ports. 
Hon. Mr. Pirie: But you can get a ship every day in the week out of New 


Uae Work: and you would have to charter a ship if you wanted to get it out of 
Halifax or Saint John. 


Mr. FERRIE: That is true. I think an increased volume of exports would 


remedy that situation. 


Hon. Mr. Isnor: I wonder if I may ask another Namie. I was interested 
in what Mr. MacKay-Smith said as to there being no direct sailings to Canada 
from the potential countries of supply, and his endeavours to correct the situa- 
tion. Did I understand you, Mr. MacKay-Smith, during your-remarks to 


_ indicate that you had made representations to the Canadian Government in 
reference to C.N.S. or any other lines? 


Mr. MacKay-SMITH: Yes, we have. The statement was made in the press 


by the Minister of Transport or a representative of the department that 


C.N.S. might discontinue that service because it is unprofitable, and we have 
made representations to the Department of Trade and Commerce that the 
Exporters’ Association take a very dark view of that, and we want the service 


_ maintained; if not by C.N.S., by some other line. 


Hon. Mr. Isnor: That is what I wanted to bring out in the open. I am 
inclined to think that the lack of trade is partly our own fault. We were 
shipping goods, as I mentioned before, to American ports in these C.N. 
steamships, which were not only calling at Montreal and Halifax but calling 
at Boston and picking up a large amount of freight which rightly, I believe, 
belonged to ports such as Halifax and Saint John. I would like to bring 
that to your attention so that stress may be laid on it in the future. I am of 
course strongly of the opinion that the C.N. steamships which are operating 
at present are not of the right type, that there should be another type of ship 
to look after our Canadian business. I am in accord with your thought in 
this matter. 

The CHAIRMAN: Senator Campbell, you are interested in shipping. Is 
there anything you would like to comment on? 
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Hon. Mr. CAMPBELL: I might say that the whole shipping sit 
about as pessimistic as it has been in Canada for thirty-five or fort 
June of this year we will have fewer ships operating under the ne 
than there have been for thirty-five years, and the likelihood is 
will be continuing deterioration in this matter. Of course you c 
any firm long-term contracts with foreign ships, and you canont depe 
foreign ships continuing their service when more profitable business 
elsewhere. It seems to me that until a very definite shipping ig cy 


ment of goods through Canadian ports. A number of companies have 
to meet this situation, by encouraging foreign ships to come in o 
basis, calling at Canadian ports, to render a service which in my opini 
be rendered by Canadian shipping, if you look at it over a period 
years; and I feel that since we are so dependent upon exports, it is ex 
important that we have some shipping policy so that we know whet 
is going to be a Canadian mercantile marine or there is not. Everyon 
that the differential in wages is so great between foreign ships and C 
flag ships that at today’s rates it is simply impossible for Canadian flag shi 
to continue to operate and meet their fair operating costs. I do no 
whether that is any help, Mr. Chairman. \ 
The CHAIRMAN: Very, very good, Senator. & 
Hon. Mr. CampseiLu: I would like to ask Mr. MacKay- Smith one 
about the tax situation. It rather appeals to me that there may be some 
to be gained from a drawback on taxes paid on goods manufactured i 1 
and shipped abroad, and I think, if you look into the situation, you 
that Germany has taken quite a substantial step in that direction. Hs 
wondering whether the association had made any studies to ascertai 4 
cost element in the manufacture of goods is represented by gee : 


are Hanias a study ifeht now of all the incentives, uno micial or ionic 
by other countries to their exporters. We want to eventually presen 
various departments of our government to work out some sort of 
I think you are perfectly right about Germany. We are going into— 
be done here. We have used it, as I said before, as ra a provoca 


you mention taxes to the ee camer they say, “Oh, no, we woul 
anything like that’’. 


Hon. Mr. CAMPBELL: Is there not a provision now for a drawb ck 
duties paid with respct to any element which goes into the manuf 
goods for export? 


Mr. Brown: You are quite right, If we bring in merchandise from 


and you irate got a fer aula for handling it, and it seems to me that t 
procedure might be applied where the manufacturer would apply for 
back on the tax element in his cost, if it could be ascertained. If the 
hidden or indirect taxes in our whole economy in Canada, you woul ro 
be confined to certain direct taxes; that is, a drawback with respect to c 
direct taxes. It seems to me that that might be quite an incentive to. 
facturers to seek foreign markets, and it would also enable them t Ry 
competition in prices in many respects. There is one further ques 01 w 
I should like to ask. I was. wondering if the association ever ¢: 
considered the benefits of establishing a free port in Canada? 
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Mr. MacKay-Smitu: I think our recommendation in our brief for tax-free 
44 purchases for tourists is tantamount to that. When we first made this sugges- 
_ tion the press announced ‘“‘Canadian Exporters Association recommend making 
_ Canada a free port”. 

Some Hon. SENATORS: Oh, oh. 


_ Mr. MacKay-SmitTH: We are at the present time writing a brief to present 
to interested federal officials on this subject, but we have not talked about a 
et _ specific port as being a free port. I suppose that this could carry on beyond 
- -__‘ just tourist trade. What we have suggested in our brief is a free port in that 
be - sense, because of the legislation Senator Campbell is speaking about. I meany 
_ you can bring in a machine from Germany and sell it to an American and get 
a drawback. 
= Hon. Mr. CAMPBELL: I think there is a free port in Rotterdam. There are 
_ many free ports in the world. 


Mr. MacKay-SmiTH: We have not taken it up on that basis, sir. 
‘The CHAIRMAN: Do free ports operate in the United States now? 
Mr. MacKay-SmitTu: Yes, sir. 


: The CHAIRMAN: Well, if the United States can offer them perhaps we can 
_ do likewise. 
. Mr. Spiro: The free port in New York City has been maintained for a 
number of years mainly for the purpose of carrying out certain manufacturing 
- Operations within the confines of the particular free zone. For instance, 
American watch manufacturers are importing the movements from Switzerland 
x » and the cases for the watches from the United States into the free zone, where 
_ they are assembled. Then when they bring the completed watches into the 
- United States they only have to pay customs duty on those watches. If they 
are left in the free zone and then re-exported to, say, Mexico, they do not 
have to go through the customs procedure at all. I think there is a free port 
( gee New Orleans and there is one in the Republic of Panama. A free zone was 
ne. - Opened there about two years ago and many well-known international com- 
- panies, such as Gillette Razor Blade Company, have set up small manufacturing 
_ operations in that zone. They import parts from the United States and other 
uf parts from, say, England, and export the finished product to various world 
© f markets. 
Hon. Mr. Isnor: I think that our bonding system takes care of many of 
ae the problems that are now taken care of by these expensive operations in free 
zones or free ports. 
. ey Mr. Sprro: I believe you can open up a bonded warehouse where you 
has ean also carry on certain manufacturing operations. I do not believe anybody 
would have any difficulty in doing this, and it would obviate the necessity for 
é ~ opening up a whole free port. 
“4 ie The CHaIRMAN: I should like to thank the directors of the Canadian 
Bal _ Exporters Association for having come here to present their fine brief and to 
answer our questions. The Canadian Exporters Association has carried on 
invaluable work in their field, and their efforts have done much to improve 
_. Canadian economy. We have often heard it said that England must export 
ale in order to live. I believe that about 17 per cent of English goods are exported. 
fae In the United States I think 6 or 7 per cent of the goods are exported, but here 
witli: in Canada over 25 per cent of our goods are exported. Therefore it can be 
easily seen what an effect it would have on our economy if even a small 
portion of our export trade was lost. Thank you again gentlemen for having 
_ appeared before our committee this morning. 


Whereupon the committee adjourned. 
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